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management and maintenance posi-
tions within other housing develop-
ments; and hiring section 3 residents in 
part-time positions. 

(c) Other business related economic op-
portunities. (l) A recipient or contractor 
may provide economic opportunities to 
establish, stabilize or expand section 3 
business concerns, including micro-en-
terprises. Such opportunities include, 
but are not limited to the formation of 
section 3 joint ventures, financial sup-
port for affiliating with franchise de-
velopment, use of labor only contracts 
for building trades, purchase of sup-
plies and materials from housing au-
thority resident-owned businesses, pur-
chase of materials and supplies from 
PHA resident-owned businesses and use 
of procedures under 24 CFR part 963 re-
garding HA contracts to HA resident- 
owned businesses. A recipient or con-
tractor may employ these methods di-
rectly or may provide incentives to 
non-section 3 businesses to utilize such 
methods to provide other economic op-
portunities to low-income persons. 

(2) A section 3 joint venture means an 
association of business concerns, one of 
which qualifies as a section 3 business 
concern, formed by written joint ven-
ture agreement to engage in and carry 
out a specific business venture for 
which purpose the business concerns 
combine their efforts, resources, and 
skills for joint profit, but not nec-
essarily on a continuing or permanent 
basis for conducting business gen-
erally, and for which the section 3 busi-
ness concern: 

(i) Is responsible for a clearly defined 
portion of the work to be performed 
and holds management responsibilities 
in the joint venture; and 

(ii) Performs at least 25 percent of 
the work and is contractually entitled 
to compensation proportionate to its 
work. 

Subpart C [Reserved] 

Subpart D—Complaint and 
Compliance Review 

§ 135.70 General. 
(a) Purpose. The purpose of this sub-

part is to establish the procedures for 
handling complaints alleging non-
compliance with the regulations of this 

part, and the procedures governing the 
Assistant Secretary’s review of a re-
cipient’s or contractor’s compliance 
with the regulations in this part. 

(b) Definitions. For purposes of this 
subpart: 

(1) Complaint means an allegation of 
noncompliance with regulations of this 
part made in the form described in 
§ 135.76(d). 

(2) Complainant means the party 
which files a complaint with the As-
sistant Secretary alleging that a re-
cipient or contractor has failed or re-
fused to comply with the regulations in 
this part. 

(3) Noncompliance with section 3 means 
failure by a recipient or contractor to 
comply with the requirements of this 
part. 

(4) Respondent means the recipient or 
contractor against which a complaint 
of noncompliance has been filed. The 
term ‘‘recipient’’ shall have the mean-
ing set forth in § 135.7, which includes 
PHA and IHA. 

§ 135.72 Cooperation in achieving com-
pliance. 

(a) The Assistant Secretary recog-
nizes that the success of ensuring that 
section 3 residents and section 3 busi-
ness concerns have the opportunity to 
apply for jobs and to bid for contracts 
generated by covered HUD financial as-
sistance depends upon the cooperation 
and assistance of HUD recipients and 
their contractors and subcontractors. 
All recipients shall cooperate fully and 
promptly with the Assistant Secretary 
in section 3 compliance reviews, in in-
vestigations of allegations of non-
compliance made under § 135.76, and 
with the distribution and collection of 
data and information that the Assist-
ant Secretary may require in connec-
tion with achieving the economic ob-
jectives of section 3. 

(b) The recipient shall refrain from 
entering into a contract with any con-
tractor after notification to the recipi-
ent by HUD that the contractor has 
been found in violation of the regula-
tions in this part. The provisions of 2 
CFR part 2424 apply to the employ-
ment, engagement of services, award-
ing of contracts, or funding of any con-
tractors or subcontractors during any 
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period of debarment, suspension, or 
otherwise ineligible status. 

[59 FR 33880, June 30, 1994, as amended at 72 
FR 73493, Dec. 27, 2007] 

§ 135.74 Section 3 compliance review 
procedures. 

(a) Compliance reviews by Assistant 
Secretary. The Assistant Secretary 
shall periodically conduct section 3 
compliance reviews of selected recipi-
ents and contractors to determine 
whether these recipients are in compli-
ance with the regulations in this part. 

(b) Form of compliance review. A sec-
tion 3 compliance review shall consist 
of a comprehensive analysis and eval-
uation of the recipient’s or contrac-
tor’s compliance with the requirements 
and obligations imposed by the regula-
tions of this part, including an analysis 
of the extent to which section 3 resi-
dents have been hired and section 3 
business concerns have been awarded 
contracts as a result of the methods 
undertaken by the recipient to achieve 
the employment, contracting and other 
economic objectives of section 3. 

(c) Where compliance review reveals 
noncompliance with section 3 by recipient 
or contractor. Where the section 3 com-
pliance review reveals that a recipient 
or contractor has not complied with 
section 3, the Assistant Secretary shall 
notify the recipient or contractor of its 
specific deficiencies in compliance with 
the regulations of this part, and shall 
advise the recipient or contractor of 
the means by which these deficiencies 
may be corrected. HUD shall conduct a 
follow-up review with the recipient or 
contractor to ensure that action is 
being taken to correct the deficiencies. 

(d) Continuing noncompliance by recipi-
ent or contractor. A continuing failure 
or refusal by the recipient or con-
tractor to comply with the regulations 
in this part may result in the applica-
tion of sanctions specified in the con-
tract through which HUD assistance is 
provided, or the application of sanc-
tions specified in the regulations gov-
erning the HUD program under which 
HUD financial assistance is provided. 
HUD will notify the recipient of any 
continuing failure or refusal by the 
contractor to comply with the regula-
tions in this part for possible action 
under any procurement contract be-

tween the recipient and the contractor. 
Where appropriate, debarment, suspen-
sion, and limited denial of participa-
tion may be applied to the recipient or 
the contractor, pursuant to HUD’s reg-
ulations at 2 CFR part 2424. 

(e) Conducting compliance review before 
the award of assistance. Section 3 com-
pliance reviews may be conducted be-
fore the award of contracts, and espe-
cially where the Assistant Secretary 
has reasonable grounds to believe that 
the recipient or contractor will be un-
able or unwilling to comply with the 
regulations in this part. 

(f) Consideration of complaints during 
compliance review. Complaints alleging 
noncompliance with section 3, as pro-
vided in § 135.76, may also be considered 
during any compliance review con-
ducted to determine the recipient’s 
conformance with regulations in this 
part. 

[59 FR 33880, June 30, 1994, as amended at 72 
FR 73493, Dec. 27, 2007] 

§ 135.76 Filing and processing com-
plaints. 

(a) Who may file a complaint. The fol-
lowing individuals and business con-
cerns may, personally or through an 
authorized representative, file with the 
Assistant Secretary a complaint alleg-
ing noncompliance with section 3: 

(1) Any section 3 resident on behalf of 
himself or herself, or as a representa-
tive of persons similarly situated, 
seeking employment, training or other 
economic opportunities generated from 
the expenditure of section 3 covered as-
sistance with a recipient or contractor, 
or by a representative who is not a sec-
tion 3 resident but who represents one 
or more section 3 residents; 

(2) Any section 3 business concern on 
behalf of itself, or as a representative 
of other section 3 business concerns 
similarly situated, seeking contract 
opportunities generated from the ex-
penditure of section 3 covered assist-
ance from a recipient or contractor, or 
by an individual representative of sec-
tion 3 business concerns. 

(b) Where to file a complaint. A com-
plaint must be filed with the Assistant 
Secretary for Fair Housing and Equal 
Opportunity, Department of Housing 
and Urban Development, Washington, 
DC, 20410. 
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